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MCI Communications
Corporation

1SO 1 Pennsylvania Avenue, NW
Washlngt011, DC 20006
202 887 2375

Kimberly M. Kirby
Senior Manager
FCC Affairs

May 5.1997

EX PARTE OR LATE FILED
RECEIVED

NAY 5 1997

Mr. William F. Caton, Acting Secretary
Federal Communications Commission
1919 M Street. N\V Room 222
Washington. DC 20554

Re: Ex Parte Presentation in CC Docket No. 96-262 and CC Docket No. 96-42/

Dear Mr. Caton:

Please file the attached document, transmitted via e-mail (dectronic mail) from Jonathan Sallet
to Regina Keeney on May 4, 1997, as part of the record in this proceeding.

Two copies of this Notice are being submitted to the Secretary of the FCC in accordance with
Section 1.1206(a)( 1) of the Commission's rules the next business day.

~~.\<Jo
Kimberly M. Kirby

Attachment

cc: Regina Keeney
Tom Boasberg
John Nakahata
Jim Coltharp
Jim Casserly
Dan Gonzalez
Kathy Franco
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Reg1na Keeney EMS: Interne: ~3X: rkeeney@fcc.gov
~~. thomas boasbergiEMS: InternetlMBX: tbaasDerg@fcc.gc~

cc: John NakahataIE~S: Internet,MBX: jnakahata@fcc.gov
ec: James Coltharp EMS: InternetiMBX: jcolt~arp@fcc.gov

~~. Jaffies Casserly EMS: lnternet:M3X: jcasserly@fcc.gov
cc: Dan GonzalezIE~S: I~ternetIMBX: dgonza:ez@fcc.gov
S~~=ect: Re: Mel ~ccess ex oarte

Mo.~· '"1, ..... j::

Reg:na Kee:-.ey
Chief, Co~~on Carrier Bureau
Fejeral Ccmmunicatic~s Co~mission

1919 M St. NW
Was~i;.gton. D.C. 20554

Re: EX PARTE presentation in CC Docket No. 96-262 and
,~\.- DecKet No. 96-45

0ea~ MSa Keeney:

We u'L:..erstand that the Corrc:riss:or. is contemplating a number
of access reform ctLj u'L:versal service reform follow-o;. ~roceedings.

Tt~: is eLt:-rely appropriate, teca~se the pending proceedings have
ra:sea a host of q~es::ons that rema1n to be answered.

It 15 critica~~y important, ~~wever, that all legitimate
ir.~~iries be launched, and that they all be brought to resolutic~

w::~in the same time period. In partic~lar, Mel believes it erucia:
tha~ the Cornmissic~ determi~e '~\ the forward-looking ccst of access
ar~ the legitimacy, ~f any, of ~he use of access-charge revenues ,~

excess of cost, and tii' the continuing existence of any and a_~

im;edi~ents ~o the creation of a vibrant market for local
exc~ange carrier \~~~ services, including the deliver; af
i~~~rs~ate access.

First, MCI and many others have repeatedly urgea
the Commlsslon to exam~~e the extent to whicn existing
ir.:ers:3cs access c~arges excee~ forwarc-~coking econo~~c

ccs:. It 1S our v~e~ that today's access rates are
approxlmately seven times forward-loo<ing economic cost,
an~ that the "gap" ~etween toda;'s rates, and w~at ra~es

wc~~d be i~ a compet~t~ve market can be ex~~ained by ~ec~sions

that l,,:umbent ~ECs ~-,ave made t'.emselves t.o:)Ver.culla p~ant

~r :0 otherwise pad the:-r costS, aLe canno: De
Jus::..fled ~! clalres that tne s~rp~us 1S being used to recover
n~StCrlca~ lnvestment or to subsid:ze ~oca~ telephone serVlce. Te
the extent that the fortncem:ng order does not answer t~ese issues,
-: -,,:::OnIlu5s10n should be::an examinat::, - f tnerr, :..mmediately so tnat
a :~rm ba5~S will ex~s~ :or f~~~~el acdltio~al, Commiss~~n action.

~~ is equally :~po~tant -.:.:_::~ =~',' croce-::jinc 1:ha ..... -=:--::- =-:r.rr.iss:::-~- - -
:s~~em~ia~es tc ev~~'~~-~ ~~e d~:£e=ence ce~~~en ~Qoayls ~ccess ~~2~~e ~~~e

_e--,,~s. 3,,:: those tnat wouia oC:;J.r ln a competitive mar.::et,
oecompre:-.e'.s i 'je. :'r:e Commission sr_c-=.~:::! :-'_~t,

=:~ exa~9le, announce a proceed:~g ~nat merely
exa~ines alleged "stranded investment" because such a proceeding could



be misunderstood as suggesting that the Commission has de~ermined

that one part of tte access-charge debate deserves ~~re =onsideration
than another. (Of course, we would wel~ome a se~ious examination of
so-called "stranded lnvestment" as part of a la~~~r inqu~ry, because
we are confident t~at the facts will demonstrate that there is no
"stranded" investment that justifies recovery of funds tSjond the
forward-looking cos: of access.:

Second, and t: the extent that It appears :nat the ~ommlsslo~

employs ~arket-based approaches to the regulaticn
of access-charge rate levels, It will be importan~ :0 examlne
the impediments to =ompe:~tion that mlght
render on-golng ~se of market-based re~~la::c~ :neffect:7e, :ncluding
the existence and "::al:ty of )perat:~g support systems.
There :s ~lttle, if any, eVldence that long dls:ance companlEs
have any choice of service providers In the access market.
Compet~::on that wo~ld allow us to avoid incumcent access
charges does not ex~st today, and, due to ~ell-~ccumente=

problems wlth operational support services and ~e~ajs in
getting interconnec:~on agreements finallzed, we do not
anticipate it mater:allzina tomorrow. Because any ~arKe:-based

approach assumes t~e eXlstence of a market, the :OIT~lss:on

should move prompt~i t~ examine the basls of a~i ~a~ket-cased

:oncluslons.

For example, the comments filed by the National
TeleccITmunicaticns a~d Information Adrninist~ati=n INTIA)
expressly recommend that the Commission "COITIDenCe a review
of its revised access charge regime no late~ tha~ January 1, 1998"
in o~de~ to "assess the extent to which marketp:ace forces are
induci~g further reductions in interstate access charges."
NTIA goes on to recommend that if the Commissio~ determines
that incumbent LECs have not compiled with their obligations under the
Teleco~municationsAct to interconnect ana to ~~:vide u~~'Jndled

netwo~~ elements "~: 5~=~:d iTh~ed~ately prescrl~e furt~e:

reduct:~~s ~n access rates .... r,

S~~~~arly, the Department of Justice, In 1:5 A~rll 24, ~~q~ ex parte,
explained that "[a:: present, competition In access marKets,
ana l~ closely re:~:e: _=cal exchange marKets ~:t~ ~hic~ they often
share scope econom:es, lS ~a~ :00 llmited to wa~rant f~:: ceregulation."
The DC: recommended that, once transltlcna_ ~ec~anisms a~e implemented,
the COITIDlSSlOn "w::: oe l~ a positi:~ to e7a~uate w~et~er

marke~ ~o~ces have driven access rates t: ~=onc~:c cost, and
l~ ~o~, ~o 9rescri~e ~a~es :0 ecaDsTic cos~ at ~~at ~i~e."

:~e :OITIDlSsion ~ill Dest serve the publ:e :nteres: OJ ensuring
that all components of the access-cnarge debate are carefully and
q~lckly exa~ined so that nythology can be secar~:ed ~rorn fact and
the basis for f~:ure de-:s:on can De qU1CKly es:acl:shec.

Sincerely,

Jonathan B. Salle:

:=~ 3casoe~~

:cnn Nakahata
:~~es =C_~~b=;

James Casserly
Dan Gonzalez
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